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August 21, 1985 

RE : Insurance Sold in Connection with Consumer 
Credit Transactions 

Dear 

You have requested that the Administrator of the Iowa 
Consumer Credit Code approve your r: ' insurance as 

.. an item which may be offered to Iowans in connection with a 
consumer credit transaction. This office does not "approve" on a 
case-by-case basis specific types of insurance products sold in 
connection with consumer credit transactions. I 

therefore, may not treat this response as the "approvaln of the 
Iowa Consumer Credit Code Administrator to market Second Protec- 
tor through consumer creditors in Iowa. This letter is merely 
advice of the Administrator issued pursuant to g 537.6104(1) (d) 
of the Iowa Consumer Credit Code. 

Our response is based on the following assumptions 
being true: 

1) pays the monthly consumer loan 
payment-if the consumer's residence is "uninhabit- 
able. " 

2) insurance will not be required by 
the consumer creditor and the consumer will be so 
advised that the insurance is optional. 

3) insurance will be offered in 
connection with second mortgage consumer loans but 
it is not intended to serve as the primary proper- 
ty insurance coverage on the consumers real estate 
or as the primary "property" insurance which is 
connected with the loan. 
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4 ) ( a )  Several  months be fore  you requested t h a t  any 
Iowa s t a t e  agency which regu la tes  consumer c r e d i t  
review the  insurance f o r  s a l e  i n  consumer c r e d i t  
t r a n s a c t i o n s ,  you received t h e  approval  of the  

.Iowa Department Of Insurance a s  t o  r a t e s  and forms 
f o r  Second P ro t ec to r ,  and 

4 )  (b) was c l a s s i f i e d  by t h e  Iowa De- 
partment of Insurance a s  "property" insurance .  

Based on our  review of t he  information which 
1 has  provided t o  t h i s  o f f i c e  and on our  d i scuss ions  wi th  

o t h e r  consumer c r e d i t  code admin i s t ra to r s ,  w e  must conclude t h a t  
insurance is n o t  "insurance a g a i n s t  l o s s  of o r  

damage t o  proper ty .  " (See - : Iowa S 537.2501 [2] [a]  .) 

I n  o rde r  f o r  proper ty  insurance which i s  w r i t t e n  i n  
connect ion wi th  a  consumer c r e d i t  t r ansac t i on  t o  q u a l i f y  as a  
pe rmiss ib le  a d d i t i o n a l  charge pursuant  t o  5 537.2501(2)(a) of the 
Iowa consumer Cred i t  Code, t h e  insurance must i n s u r e  aga in s t  l o s s  
o r  damage t o  property which is r e l a t e d  t o  t h e  c r e d i t  t r ansac t i on .  
Unless t h e  consumer's home is  used a s  s e c u r i t y  i n  t h e  c r e d i t  
t r a n s a c t i o n ,  then Second P ro t ec to r  can no t  be "property insur -  
ance" under 5 537.2501(2)(a) .  However, even i f  
i s  s o l d  only  i n  connection with t h e  t r ansac t i on  and t h e  consum- 
er's res idence  i s  used a s  s e c u r i t y ,  it opera tes  more i n  t h e  

(, : manner of " c r e d i t "  insurance because it is insurance  which 
s a t i s f i e s  t h e  underlying deb t  i n  p a r t  o r  i n  whole. While 

insurance appears  t o  opera te  a s  a  type  of c r e d i t  
insurance ,  it is no t  a  type of c r e d i t  insurance which i s  spec i f -  
i c a l l y  au thor ized  by fi 537.2501(2) (b) of t he  Iowa Consumer Cred i t  
Code ( I C C C ) .  

I n  summary, based on t h e  above a n a l y s i s ,  our  response 
t o  your reques t  f o r  "approval" of is  t h a t  be- 
cause it does no t  appear t o  q u a l i f y  a s  proper ty  insurance  under 
5 537.2501 (2)  (a )  of t h e  ICCC or as c r e d i t  insurance  under 5 537. 
2501(2) ( b ) ,  it is no t  a  permiss ib le  add i t i ona l  charge i n  connec- 
t i o n  wi th  consumer c r e d i t  t r ansac t ions .  

I 

I f  : has  any add i t i ona l  ques t ions  con- 
cerning o f f e r i n g  t h i s  insurance i n  connection wi th  consumer cre- 
d i t  t r ansac t i ons ,  p lease  con tac t  t h e  undersigned. 

Sincere ly ,  

LINDA THOMAS LOWE 
Ass i s t an t  Attorney General 
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Enclosures: S 537.2501 
S 537.6104 


